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Semiconductor Inventory
Tracker: Not Restocking Yet

Supply chain inventory rose ¢/q but outperformed seasonality,
with below-seasonal producer builds and distributor declines.
Supply is tightening, but meaningful restocking has yet to
emerge.

Key Takeaways

B Qverall supply chain outperformed seasonality, increasing by less than the typical
1Q increase,

B Producer and disti DOIs outperformed seasonality; customers were ~in-line.

B Auto OEM DOI moved above historical median, while Auto Supplier DOI declined
to in-line with historical Llevels.

Overall supply chain inventory increased g/qin 1Q, but the build was below
typical 1Q seasonality. We remain above historical median levels, as distributors
declined and producers built less than seasonal levels, while customers were ~in-
line. While this is a step in the right direction, we still remain 33 days above
historical median for the supply chain, and have not yet seen a broader restocking
eycle.

The quarter reflected a mix of normal 1Q inventory build and continued
discipline across the supply chain rather than broad restocking. Distributors
continue to lean out, producer builds remain relatively steady, and customer trends
were mixed. For stocks, we prefer areas where supply/demand is tightening or
inventory risk is more defensible, including premium-end analog exposure in ADI and
NXP, compute/networking names NVDA, AVGO, and CBRS, memory names MU and
SNDK, and semicap names MKSI, KLAC, LRCX and ONTO.

Exhibit 1: Stacked DOI increased 9 days vs. a seasonal 19-day increase and is
33 days above the historical median. Trailing decreased ~2 days.
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UPDATE

Supply Chain Inventory Overview

Supply chain inventory increased g/q in 1Q, but by less than typical seasonality,
with customer inventory ~in-line, distributors declining, and producers building
less than seasonal Levels. Total supply chain DOl Increased 9 days g/q vs. a
seasonal increase of 19 days, leaving DOI 33 days above the historical median. The
improvement was led by distributor lean-out and muted producer builds, while
customers were mixed by end market,

Semiconductor customer inventory increased by 9 days, ~in-line with the seasonal
increase of 8 days, and now sits above the historical median by 6 days. The only semi
customer where DOI decreased was Auto Suppliers (-1day). Communications (+17 days)
and ODMs (+16 days) saw the largest increases q/q. Storage remains slightly below its
historical median, while other customers are now in-line (Auto suppliers, Auto OEMs,
Consumer) or above (Industrials, Machinery, Computing/Mobile, Contract Manufacturers,
and ODMs). Trailing four-quarter inventory increased from last quarter.

Exhibit 2: Semi Customer DOI increased 9 days sequentially to 60 days vs a seasonal
increase of 8 days. DOI is above the historical median and trailing 4 quarters increased
fromn last quarter.
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Exhibit 3;: Sequential and y/y change in semi customer inventory levels

Q/Q Y/
|Change in b, |Change in Chuagein
DOI $ DOI $
Inventory Inventory
AUTO OEMS 7 % -1 3%
AUTO SUPPLIERS -1 1% -2 2%
US INDUSTRIALS 8 4% -4 7%
= MACHINERY 5 7% -10 9%
(7] COMMUNICATIONS 17 11% 6 21%
g COMPUTING/MOBILE 11 27% 3 42%
Z  [storace 0 1% 12 4%
CONSUMER 4 -5% -6 -7%
CONTRACT MANUFACTURERS 13 8% -5 24%
ODM'S 16 45% 13 108%
TOTAL 9 11% -1 15%

Ssuree FaciSat, Margan Stankey Researh

Distributor inventory decreased by 2 days g/q, below a seasonal increase of & days,
but still sits 7 days above the historical median of 54 days. DOI declined o/q at WPG
and Avnet, driven by COGS growth outpacing inventory growth (WPG: inventory +18% vs,
COGS +21%; Avnet: inventory +3% vs. COGS +13%), while Arrow's DOl increased by 2
days. Absolute $ of inventory increased for each distributor. Trailing 4-quarter decreased
in the first quarter. (Arrow and Avnet are not covered by Morgan Stanley Research. WPG is
covered by Daniel Yen.)

Exhibit 4: Distributor inventory is at 61 days, down 2 days q/q, below the seasonal
increase of 4 days. DOl is 7 days above the historical median while trailing 4-quarters
decreased sequentially.
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UPDATE

Exhibit 7: Sequential and y/y change in semi company inventory levels

Q/Q Y/

Cha i Changei

|Change in r;ge ” |Changein ? "

o Inventory S Inventory
Computing 2 13% 31 54%
Analog/MCU -2 0% -9 5%
g Smartphones/Networking/PLD's/ 21 10% 28 31%
2  |Memory 0 3% -40 -1%
€ |Foundries 8 6% 1 15%
% Semi Cap Equipment -6 0% -24 5%
g Components 0 10% -2 25%
Others 1 3% 3 5%
TOTAL 2 5% 5 16%

Sowoe: FactSet. Morgan Stanky Research

Total supply chain DOI across producers, distributors, and consumers increased 9 days
9/q, increasing 10 days less than seasonality, and is now tracking 33 days above the
historical median. Distributor and Company DOI both outperformed seasonality, with
Distributors showing the greatest seasonal difference, decreasing by 2 days compared to a
seasonal increase of 4. Customers DOI was ~in-line with seasonality, increasing by 1day
more than seasonal levels, Distributors in particular appear to be leaning out, driven by
high COGS and revenue growth. Trailing 4-quarter DOI average was ~flat for the supply
chain overall

Exhibit 8: Total supply chain inventory increased 9 days g/q, less than the seasonal
increase of 19 days. DOI is 33 days above the historical median, and trailing 4-quarters
was flat.
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Semi Inventory Analysis: DOI ~flat at Customers, lower at
Producers and Distributors.

Customer Inventory

Semi customer inventory DOl increased more than seasonality. Absolute inventory
levels increased g/q for all end markets except for Consumer. COGS decreased in Auto
OEMs, US Industrials, Communications, Computing/Mobile, Consumer, and Contract
Manufacturers, and increased in Auto Suppliers, Machinery, Storage, and ODM's,

Exhibit 9: Semi Customer Inventory Index increased 10.8% and trailing 4-quarters
increased 3.7%.

Semi Customer Inventory Index
290 O lnventory -~ Q/Q 40 Avg. r 5%
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Sousce: FactSet, Morgan Stanky Reseach

Exhibit 10: Semi Customer DOI increased 9 days sequentially to 60 days vs a seasonal
increase of 8 days. DOl is above the historical median and trailing 4 quarters increased
from last quarter.

Semi Customers (DOI)
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Exhibit 11: Auto OEM DOl increased 7 days g/qand is above the
historical median (56). Trailing 4-quarters decreased from last

Exhibit 12: Auto suppliers DOl decreased 1 day a/q and is in-line
with the historical median. Trailing 4-quarters increased g/q.
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Exhibit 13: Industrial DOl increased 8 days q/q, tracking 19 days
above the historical median. Trailing 4-quarters declined ¢/q.
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Exhibit 15: Communications DOl increased 17 days g/q,
tracking 23 days above the historical median. Trailing 4-quarters

Exhibit 14: Machinery DOl increased by S days q/q, tracking 13
days above the historical median. Trailing 4-quarters increased

Source FactSes, Meegan Stanley Research

Exhibit 16: Compuling/Mobile company DOI increased by 11

days q/q, tracking 12 days above the historical median. Trailing

increased q/q. 4-quarters increased sequentially.
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Exhibit 17: Storage DOI remained flat g/q. now tracking 2 days
below the historical median. Trailing 4-quarters increased from
last quarter.

UPDATE

Exhibit 18: Consumer company DOI increased 4 days a/q, now
tracking 2 days above the historical median. Trailing 4-quarters
decreased.
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Exhibit 19: Contract manufacturers DOl increased 13 days g/q, Exhibit 20: ODM DOl increased 16 days g/q, tracking 21 days
tracking 7 days above the historical median. Trailing 4-quarters above historical median. Trailing 4-quarter increased from last
decreased from last quarter. quarter.
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Distributor Inventory

Distributor DOl decreased 2 days q/q, outperforming a seasonal increase of 4 days. DOI
is tracking 7 days above the historical median.

Exhibit 21: Distributor Inventory index increased 10.8% sequentially, and trailing 4-
quarters increased from last quarter.

390

2430

0

240

190

130

30
f=X-f-1-1-u-L-
R

2015 2016

Distributors Inventory Index

O nventory  ———0/Q 4Q Avg. - 10%
- 8%
; - &%
' - 4%
- 2%
JI‘
- 0%
i ' v
I. IllI‘II -2“
- - ' -a%
dogedogoclbagogocodaoadeoacocogeaads -
gAY AN RS W N Y ~ e
2018 019 2010 | 2021 2022 023 2024 005

Sowce FactSet, Morgan Slanky Reseach



Morgan Stanley | seseancx

UPDATE

Exhibit 22: Distributor inventory is at 61 days, down 2 days q/q, below the seasonal
increase of 4 days. DOl is 7 days above the historical median while trailing 4-quarters
decreased sequentially.

Distributors (DOI)
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Producer Inventory

Semiconductor company DOl increased less than seasonality. DOl decreased the most
for Semi Cap Equipment and Analog/MCU while Memory was ~flat. Overall DOI
momentum increased again consecutively.

Exhibit 23: Semi Company inventory index increased 5.2% q/q, with trailing 4-quarters
increasing.

Semiconductor Company Inventory Index
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Exhibit 25: Computing group DOl increased 2 days q/q, now
tracking 28 days above the historical median. Trailing 4-quarters

UPDATE

Exhibit 24: Semiconductor Company inventory is at 114 days, up 2 days g/q, below the
seasonal increase of 5 days. DOI is 23 days above the historical median and trailing 4-

guarters slightly increased.

Semiconductor Company (DOI)
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Exhibit 27: Smartphone DOl increased 21 days q/q, now
tracking 37 days above the historical median. Trailing 4-quarters

Sowce FaetSer Mongan Stankey Pegesrch
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Exhibit 26: Analog/MCU group DOI decreased 2 days /g, now
tracking 45 days above the historical median. Trailing 4-quarters

&

Exhibit 28: Memory group DOI remained flat g/q, now tracking 8
days above the historical median. Trailing 4-quarters decreased.
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UPDATE
Exhibit 29: Foundry group DOI increased by B days g/q, now Exhibit 30: Semi Cap Equipment group DOl decreased 6 days g/
tracking 8 days above the historical median. Trailing 4-quarters g, now tracking 11 days above the historical median. Trailing 4-
increased. quarters decreased from last quarter.
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Exhibit 31: Components group DOl was ~flat g/q. now tracking
1 day above the historical median. Trailing 4-quarters increased
from last quarter.
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MorganStanley | seseases UPDATE

Held or Sell to the stocks we cover. Overwegnt, Equal-weight, Nes-Rated and Undarveight a2 not the equivalent of buy, hold and sall. Investors should carefully read the defintions of &ll
ratings usedinMargan Stanlay Rasearch.in addition, since Morgan Stanley Research containg more completeinformation conceming the analysts views, investersshould carefully read Morgan
Stanley Research, inits entirety, and not nfer the centents from therating done. Inany case, ratings (or research) should net be used or relisd uponas Fwestment advice. Aninvester's dedision
to buy or sell 3 stock should depend on individusl crcumstances (such as the investor's misting holdngs) and othar considerations.

Global Stock Ratings Distribution

(as of jure 30, 2026)

The Stock Ratings describad balow apply to Morgan Stasley's Fundamental Equity Resaarch and do not apely to Dabt Research produced by the Fem.

For disclosure purposes only (in accerdance vith FINRA requirements), we nclide the category headings of Buy, Hold, and Sell alengside our ratings of Queraeight, Equal waeight, Not-Rated
and Underweight Morgan Stanley does not assign ratings of Buy, Hold or Sell to the stocks we cover Overveight, Equalwaight, Not-Rated and Undenwaight are not the equwvalent of buy,
hold, and sell but represent recommended relative weightings (326 definitons below). To sausfy ragulatory requiremants, we comespend Ovarweight, our most pasitive stoce rating, with a
buy recemmendation; we correspond Equal-weight and Not-Rated 1o held and Underweight te sell racommendations, respectively.

Other Material Investment Services

Coverage Universe Inestrnent Banking Clients (IBZ) Cients (MISC)
S'g::;:;’g Count Sof Total Count % of Total IBC "(;’t;f;g Count %dgiom
OverweightBuy 1544 2% 4s3 0% 2% 757 A%
EqualweightHold 1577 4% 3% % 25% 760 ads
Not-Rated/Hold 3 0% 1 0% a3% 1 o
Undenweight/Sell 44 15% Bo 10% 18% 04 17%
Totad 3568 933 173

Data Include comman stock and ADRs currently assgned ratings. Ivestment Banking Clients are companies from whom Morgan Stanley received iwvestment banking compensation in the
last 12 months. Due to rounding off of decimals, the percentages providad i the % of total’ column may not add up to exaztly 100 cerent.

Analyst Stock Ratings

Deerweight (D) The docds total returnis expected Lo exceed the average total return of the analyst's industry (o industry tear's) coverage unberse, cn a iscadiusted bads, over the ned
- B months

Equalweight (E). The stock's total return ks expectad tobe n Line with the avarage total return of the analyst’s industry (er industry team’s) coverage uwversa, on a risk-adjustad basis, over
tha na 12413 mentns.

Notfiated (MR). Currently the analyst does not have adequate conviction Z2out the stack's 1ot retum relative to the average total return of the analyst's industry (or industry tearis) coverage
unkeerse, ona rskadjusted bass, ouer the next 218 months.

Undenweight (UJ. The stock’s totadl return is expected to be belowthe average total retum of the analyst's Industry (or Industry team's) coverage unverse, on a risk-sdjusted basis, over the next
-8 manths.

Unless etharvisa specified, the time frame for price tasgets incudedin Mergan Starley Rasearch k12 to 18 menths,

Analyst Industry Views

Attractive (A): The analyst expects the performance of his or her Industry coversge universe over the next 1218 months to be attractive vs. the elevant broad market benchmark, 35 indicated
below.

heLine () The analyst expects the serformance of his orher industry coverage universe over the next -8 manths to be inline with the relevant broad market benchmark asindcated below.
Cauticus (C): The analyst views the pedommance of his or her industry coverage uriverse over the next 12718 meaths with caution vs. the relevant broad market benchmark as indicated below.
Bonchmurks for each region are as follows North America - SEP S00; Latin America - relevant MSClcountry index or MSCI Latin America Index; Furope - MSC Europe; Japan - TOPIX; Asia -
relevant MSCI country Index or MSCI subragonal Index or M50 AC Asia Pacific ex Japan Index.

Important Disclosures for Morgan Stanley Smith Barney LLC Customers

Impertant disclosures regarding any material conflict of interest that can reasonably be expectedto have influenced Morgan Stanley Smikh Bamey LLC's cheice of 2 third-party researchprovider
or the swbject comparty of a third-party research report, are avallable on the Morgan Stanley Wealth Management diclosure website at vaves margamtanleycomerlinefresearchdsclosures.
For Morgan Stanley spacific disclosures, you may refer to hitps/fweav morganstaniey comfear/d sclossreshwabap pgeneralresearnch

Each Morgan Stanley research repart is revewed and asoroved on behalf of Morgan Stanley Smith Barney LLE. This raviews and approval Is conducted by tha same person who revewsthe
rassarch resost on benalf of Margan Stanley This could creata 3 conflict of intecest

Other Important Disclosures

Amemberof Research who had orcould have had access tothe research prior to completion owns secuntios (or related dernativesd in the Micron Technology Inc, NVIDIA Corp. This person
& rot 3 research analyst or 3 mamber of research analyst's household.

Morgan Stanley Research policy is to upda®e research reparts as and when the Research Analyst and Research Management deem approgpriate, based on developments with the issuer, the
wector, of the market that mayhave 2 matedal impact on the researchviews or eginions stated therein. In addtion, certain Research publications ace imtendedto be updated ona regular periodic
bassis {veakly'monthly/quarterbyfannual) and will ordinarily e updated with that frequency, unless the Research Analyst and Research Maragement determine that a different cutlication
schadule Is appropriate based on current condhtions

Worgan Stanley is not acting 253 municipal adwisor and the opinians or views containad heran are notintended to be, and do not constitute, advice within tha meaning of Section 975 of the
Dodd-Frank Wall Street Reform and Corsumer Pratection Act.
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Corparate identification No (CIN) U22990MH1938PT C115305, raguiated by the Securities and Bxchanga Board of Indie ('SEBIN and holder of Licenses as a Rasearch Analyst (SEB! Registration
Mo, INHODQQOMOS), Steck Broker (SEBI Stock Braker Registration No. INZO00244438), Merchant Banker (SEBI Ragistration No. NW0000M203), and dzpository participant with National
Securities Depostery Limied (SEBI Registration No. N-DP-NSDLSE7-202) having registered office at Altimus, Level 33 & 40, Pandurang Budhicr Marg, Werli Mumbai 400018, Indx
Telephone no +91.22.6NB1000; Complisnce Officer Detals: Mr. Tejar shi Hardas, Tel No: 91.22.6T8000 or Email: tojarshi hardss@morganstanley com; Grievance officer detalls: Mr Tejardhi
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All recormmandation s contained herein are made by tha duly qualified research analysts; in Canads by Morgan Stanlay Canada Uirited; in Germany and the Europaan Economic Area whera
requiredisy Morgan Stanley Eurgne SE., authoeised and regulated by Bundesanstalt fuer Finanzdisnstleistungsaufsicht (BaFin) undsr the referance number a3, in the US by Morgan Stanley
& Co. LLC, which accepts resporsinlity for its contents. Morgan Stanley & Co Intematicna ple, authorized by the Prodentiad Regulation Autharity and regulated by the Financial Conduct
Autharky and the Prudentia Repulation Authorky, disserminates in the UK research that It has prepared, and research which has been prepared by any of ts affilates, only to parsons who (0
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Nof the Financial Services and Markets Act 2000, 5 anended) may cthensise Laafully be communicated or causedtobe communicated. RME Morgan Stanley Propeietary Limitedisa member
of the|SE Limited and A2X (Pty) Ltd. RMB Morgan Stanley Proprietary Limited is a joint venture ewned equally by Morgan Stanley Intematicna Holdings Inc and RMB hestmient Advisory
{(Propristang) Limited, whichis wholly ovined by FirstRand Limited. The information inMorgan Stanley Research sbaing disserminated by Morgan Stanley Saud Arabia, regulated by the Captal
Market Authority In the Kingdom of Saudi Arabia, and is directed at Sophisticated investors only.

The informatien in Morgan Stanley Research is being commuricated by Mergan Stanley & Ca Intemationa. ple (OF C Branch), regulated by the Dubai Financial Sendces Authority (the DFSA)
or by Morgan Stanley & Co Internaticnal ple (ADGM Branch)), regulated by the Finandial Servives Regulatory Authodty Abu Dhabi (the FSRA), and s directed at Professional Clients only, as
dofined by the DFSAor tha FSRA, respactively. The financial products or financial services to whichthis research relstes will only be made avallsble to 3 custormer who we are satisfied meets
tha ragulatary critenaof 3 Protessional Client A distribution of the dfferent MS Research ratings or recommendations, In percentage tenms for Investments in each sactor coverad, is avallatle
upon ragquest froon your sales representative.

The infermation inMorgan Starley Researchis being communicated by Norgan Stanley & Co hternaticnal ple (QFC Branch), regulated by the Qatar Financial Centre Regulatory Authority
{the QFCRA), and is directed at business customers and market counterpartios only and is not intended for Retall Customers as definad by the QFCRA,

Asrequired by the Capital Markets Board of Turkey, Investmentinformation, comments and recommeandations statedhere, are notwithin the scope of investment advisory activity. hvestment
adveory sendce B proidad exclusiely to personshased on thelr sk and ncoma prefarencashy tha authorizad firms Comments and recommandations statad here are ganerd. innaturs, Thase
opinicns may not it to your financial states, risk and return preferences. Fer this reasen tomake aninvestment decision by relying solely to this nformation stated here may not bring abowt
outcornes that fit your expectations

The trademartks and service marss contained In Morgan Stanley Researchare the proparty of their respective awners. Third-party deta providers make nowarranties or representations relating
o the accuracy, complateness, or imeliness of the data they provide and shall not have lablity for any damages relating to such data, The Global Industry Classification Standard (GCS) vas
developed by and & the exclusive property of MSQO and S&P

Nor gan Stanley Research, or ary partien thereof may not be repeintad, sold or redistributed withowt the wiitten consant of Margan Stanley

hdicators and trackers referenced in Morgan Stanley Research may not be ised as, or treated 35, a benchmarc under Regulation ELI 20061011 or any other similar fFamework,

The issuers andor fixed Income products recommended or dscussed N certain fied ncome research reports may not be contiruously followed Accordingly, Irvestors should regard those
fised mcoma researchrepons as praviding stand-d.one aalysds and should not expect continuing analysis or additional raparts relating to suchissuers andfor indwidual fived incoma products.
Morgan Stanley may hold, from time to time, materid financiel and commercial interests regarding the company subject tothe Research repert.

Registration granted by SEBlandcertfication fromthe NationalInstitute of Securities Markets (NISM) inno way guarantee performance
of the intermediary or provide any assurance of returns to investors. Investment in securities market are subject to market risks. Read
all the related documents carefully before investing.

INDUSTRY COVERAGE: Semiconductors

COMPANY (TICKER) RATING (AS OF) PRICE* (06/30/2026)

Joseph Moore
Advanced Micro Devices (AMD.0) E(0&/09/2024) $580.91
Aeva Technologies Inc (AEVA.0) E(07/19/2021) §2872
Alegro Microsystems Inc (ALGM.0) 0 (02/13/2026) $69.62
Ambarella Inc (AMBA.O) 0(03/29/2016) $8580
Amkor Technclogy Inc (AMKR.0) E(11/08/2023) $86.23
Analog Devices Inc. (ADIQ) 0(11/16/2023) $397.17
AsteralLabs Inc (ALAB.O) 0 (0511/2025) $483.02
Broadcom Inc. (AVG0.0) 0 (06/09/2024) $377.75
Cerebras Systems (CBRS.C) 0 (0&/08/2026) $221.00
GlobalFoundries Inc (GFS.0) E(10v28/2024) $8241
inted Corporation (INTC.0) E (02/22/2023) $139.63
fonQInc (IONQ.N) E(04/25/2023) §53.26
Marvell Technology Group Lid (MRVL.O) E(09/14/2015) $297.89
Microchip Technology Inc. (MCHR.O) E(07/10/2024) §91.20

Micron Technology Ing. (MU.O) 0 (10/06/2025) $1,15429

MORGAN STANLEY RESEARCH 15
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Navitas Semiconductor Corp (NVTS.0) U (04/06/2025) $17.92
NVIDIA Com. (NVDAO) 0 (03/16/2023) $200.09
NXP Semiconductor NV (NXP1.O) 0 (02/11/2025) $281.03
ON Semiconductor Corp. (ON.0) e $94.54
Qorvo Inc (QRVD.0) E(10v28/2025) $93.27
Qualcomm Inc. (QDOM.0) E (06/24/2026) $184.79
Quantinwm (QNT.0) E (06/29/2026) $81.74
SanDisk Corporation (SNDK.O) 0 (03/03/2025) $2273.73
Semtech Cormp. (SMTC.0) E(04/06/2025) $161.85
Silicen Laboratories Ing. (SLAB.O) E(01/19/2021) $21856
Siyworks Solutions Inc (SWKS.0) E(11/28/2018) $67.80
Texas Instruments (TXN.0) U (04/13/2020) $298.07
Waolfspeed, INC (WOLF.N) NR (04/06/2025) $48.25

Lee Simpson
Arm Holdings ple (ARM.0) E (04/07/2026) $354.57
Cadence Design Systems Inc (CDNS.0) 0 (02114/2024) $37532
Synopsys Inc. (SNPS.0) E(02/27/2026) 544607

Stock Ratings are subject to change. Please see Iatest reseqrch for each company,

* Histercal prces are not split adjusted

INDUSTRY COVERAGE: Semiconductor Capital Equipment

COMPANY (TICKER) RATING (AS OF) PRICE* (06/30/2026)

Shane Brett
Aoplied Materials Inc. (AMAT.C) E(05/18/2026) $723.00
Camitek (CAMT.0) E(12/01/2025) 516312
KLA Corp (KLAC.0) 0 (01/15/2026) $301.71
Larn Research Comp (LRCX.0) 0 (05/18/2026) $43333
MKS Inc. (MKSLO) 0 (08/04/2024) $444.80
NovalLtd (NVMLO) E{12/01/2025) $542.94
ONTO Innovation Inc (ONTO.N) 0 (06/14/2026) $378.45
Teradyne bnc (TER.O) E(07/30/2025) 548384

Stock Ratings are subject to change, Please see latestresearch for each company.
* Histerical prices are not split adpusted
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